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SEVERN TRENT PLC

PRE-CLOSE PERIOD TRADING STATEMENT
3 October 2006

Severn Trent is issuing the following trading update ahead of the close period
prior to the announcement of results on 7 December 2006 for the six months
ended 30 September 2006.

The Board considers that overall the Group has delivered first half-year
performance that is broadly consistent with its expectations for the full year.

Water and Sewerage

Sales prices have increased by 6.58% (including inflation) from 1 April 2006,
being the 7.23% increase allowed by Ofwat less the 0.65% voluntary
abatement of K, as previously announced. In addition, the cost of completing
the agreement made with Ofwat arising from their report dated 7 March 2006
will reduce first half tumover and PBIT by around £3.2m (full year around
£6.3m). This amount will be credited to customer accounts during 2006/07
and represents the full cost of the £1m per annum difference (plus inflation)
between the voluntary abatement of K and Ofwat's position over the
remainder of AMP4.

Severn Trent Water continues to focus on the operating cost challenge of the
AMP4 contract. As previously announced, rising energy prices, net of
efficiency savings, will have a significant impact on 2006/07 operating costs,
with full year costs expected to be around £15m to £20m higher than last
year.

Investment in leakage management to address the conditions towards the end
of 2005/06 and the continued drive to improve customer service levels will
further impact on the level of operating costs in 2006/07. As a result, we
expect higher operating costs in the first half of around £4m, with the full year
impact anticipated to be around £6m.

Sevemn Trent Water's infrastructure maintenance programme and rate of
expenditure are progressively increasing through the year. As a result the first
half expenditure for 2006/07 of around £40m to £42m for such maintenance is
expected to represent around 40% of the total expenditure for the year.

Gross capital expenditures under UK GAAP, (including infrastructure
maintenance expenditure) are expected to be around £500m for the full year
2006/07, with expenditures in the first half of around £195m.

Waste Management

On 13 September, Severn Trent announced the terms of the Biffa demerger,
together with details of a special dividend and share consolidation of Severn
Trent Ordinary Shares. Subject to, among other things, a resolution to
approve the Demerger being passed at an extraordinary general meeting on
Friday 6 October, dealings in Biffa shares are expected to commence on
Monday 9 October.
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As the demerger of Biffa is therefore expected to occur durmg the second half,
Biffa will be included in the results of the Group’s continuing operations for the
first half year. N P A T
Biffa's prospectus -contains a .statement .that based on.Biffa's financial
performance since 1 Aprll 2006, Biffa continues to-trade. in line with Biffa’s
Directors’ expectations and that the directors of Biffa have confidence in
Biffa's prospects for.the current financial year. "

UK Laboratories ‘ B
UK Laboratories” PBIT for.the first half of 2006/07 is expected to-be:around

the result achieved for the second half of 2005/06 (£2.6m). T

Water Purification and Operating Services ' R A
Water Purification and Operating Services continue to make good progress
Total Services' PBIT for the first half of 2006/07 is expected to be. around the

result achieved for the second half 2005/06 (£6.5m). .. 4

Other Businesses - - T
Other Businesses, which mclude Property and Insurance are expected 1o
record a PBIT loss of approxlmately £1m to £1.5m in the first half of 2006/07
compared to a full year loss'in 2005/06 of £3.5m. SR S
Corporate
Corporate overheads:in the first half are_expected to be around the,same level
.as that incurred in the second half of 2005/06, before taking into account
some £9m to £11m (second half 2005/06 £7.8m) of additional costs relatmg to-
the demerger of Biffa. T
.The disposals of/Biffa Belgium.and Aquafin have. been completed in the first °
half year, with exceptional profits-on disposal of around, £25m expected to be
recorded in the.first half of 2006/07.,.In addition, the sale,of US Laboratories
was.announced on 25 September,. wrth this transaction _expected to complete
by the end of December 2006:;- It is antlmpated that, US: Laboratories will
therefore be treated as a discontinued business in the first half year. The
anticipated book-loss. on disposal-of .this.business ,is_expected to;be around
£31m '
The sale process for the Property busmess |s contlnumg

e ey ey 11 R LR IR S e
Net debt at the half year (excludlng IAS 39 falr value adjustments) is: expected
to be around £3.0 billion.
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Footnotes: R e
1 The financial statements‘presented. havebeen prepared in accordance

~with” IFRS, “as-eéndorsed" by" the"EU;"and- interpretations issued :by the
- International:Financial- Ftepo'rting Interprétations Committee (IFRIC) or its

predecessor body.The group’s: IFRS: accounting poI|C|es are set out on

Gyt

- PBIT is: profrt before mterest and tax -and exc!udlng exceptronal |tems '

This document contains certain “forward-looking statements” with respect
to Severn Trent's. findncial ¢condition! results of: operations and business
and certaln of Severn Trents plans and objectwes WIth respect to these

eyt

i el
TN

Forward-looking statements are sometimes, but not always, identified by
their use of a date in the future or such words as “anticipates”, “aims”,
“due”, “could”, "may”, “should”, “expects”, “believes”, “intends”, “plans”,
“targets”, “goal” or “estimates”. By their very nature forward-looking
statements are inherently unpredictable, speculative and involve risk and
uncertainty because they relate to events and depend on circumstances
that will occur in the future.
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There are a number of factors that could cause actual results and’

.- . developments to differ materially from, those expressed or implied by.

these forward Iooklng statements These factors mclude but ‘are not

C .-Ilmrted to, changes in. the' economles and markets in. WhICh the Group

operates; changes in the regulatory and competrtron frameworks in ‘which
the Group operates; the impact of Iegal or other proceedlngs ‘against or
which affect the Group; and changes in interest and exchange rates.

All written or verbal forward-looking statements, made in this document or
made subsequently, which are attributable to Severn Trent or any other
member of the Group or persons acting on their behalf are expressly
qualified in their entirety by the factors referred to above. Severn Trent
does not intend to update these forward-looking statements.
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Announcement Body. Information:

On 3 October 2006 Sevemn’ Trent PIc (the “Company”) recelved notification under Part
VI of the Companles Act 1985 that the shareholdmg of Barclays PLC in the Ordinary
Shares of 655“9p each”'of ' the Company had “incréased “to " 14, 388 012 shares,
representlng 4. 12% of the total |ssued share capltal of that class '
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